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ACTION EB-07 

INFO OCT-01 NEA-10 ISO-OO AID-05 CIAE-00 COME-OO FRB-01 

INR-07 NSAE-00 USIA-15 TRSE-00 XMB-04 OPIC-06 SP-02 

CIEP-02 LAB-04 SIL-01 OMB-01 NSC-05 SS-15 STR-04 

CEA-01 EUR- 12 AGR-10 /113W 

057493 

R 291630Z OCT 75 
FM AMEMBASSY NEW DELHI 
TO SECSTATE WASHDC 1944 

UNCLAS NEW DELHI 14380 

E.O. 11652: N/A 
TAGS: BEXP IN 

SUBJECT: JUTE INDUSTRY - SPOT REPORTING 

FOLLOWING SENT ACTION NEW DELHI INFO DACCA BOMBAY MADRAS 
FROM CALCUTTA OCT 28 IS REPEATED 

QUOTE 

CALCUTTA 2553 

E.O. 11652: N/A 
TAGS: BEXP, IN 

SUBJ: JUTE INDUSTRY-SPOT REPORTING 

1. IN VIEW OF INTEREST EXPRESSED DURING CONSULS GENERAL CON- 
FERENCE IN NEW DELHI OCT.20-21 IN DIFFICULTIES OF THE JUTE 
INDUSTRY, FOLLOWING IS ROUND-UP OF CURRENT PROBLEMS. 

2. AT THIS TIME OF THE YEAR JUTE MILLS NORMALLY PURCHASE THEIR 
REQUIREMENTS OF RAW JUTE BUT THIS YEAR SEVERAL MILLS STAYED OUT 
OF THE MARKET BECAUSE OF AN ACCUMULATION OF FINISHED JUTE GOODS 
AND A LACK OF FINANCING. THIS HAS AFFECTED THE JUTE GROWERS, 

MANY OF WHOM HAVE RESORTED TO DISTRESS SALES. IN ORDER TO 
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ENSURE THAT RAW JUTE PRICES DO NOT FALL BELOW THE SUPPORT PRICE 
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OF RS.135 PER QUINTAL, THE JUTE COMMISSIONER OF INDIA ISSUED A 
DIRECTIVE TO ALL JUTE MILLS ASKING THEM NOT TO DISCONTINUE PUR- 
CHASE OF RAW JUTE AND ALSO TO BUY RAW JUTE EQUIVALENT TO TEN 
WEEKS' STOCKS. ABOUT TEN PER CENT OF THE MILLS, WHO FAILED TO 
HONOR THE DIRECTIVE, HAVE BEEN ISSUED SHOW CAUSE NOTICES BY THE 
JUTE COMMISSIONER TO EXPLAIN WHY THE DIRECTIVE WAS NOT HONORED. 
THE MILLS GENERAL COMPLAINT WAS THAT LOW DEMAND AND LARGE 
ACCUMULATION OF JUTE GOODS IN THEIR WAREHOUSES HAVE BLOCKED 
THEIR RESOURCES SEVERELY, WITH RESULT THAT THEY CANNOT AFFORD 
TO MAINTAIN A TEN- WEEKS' RAW JUTE INVENTORY. 

3. PRODUCTION OF JUTE GOODS, DURING THE LAST THREE MONTHS, WAS 
M AINT AINEDAT AN AVERAGE OF 99,000 TONS PER MONTH. EARLIER 
REQUEST BY THE JUTE MILLS TO CUT BACK PRODUCTION BY ABOUT 15 PER 
CENT, IN VIEW OF MARKET CONDITIONS, WAS TURNED DOWN BY THE UNION 
COMMERCE MINISTRY AND THE MILLS HAVE BEEN ASKED TO MAINTAIN 
NORMAL PRODUCTION. 

4. EXPORT DEMAND FOR PRODUCTS OTHER THAN CARPETBACKING HAS DE- 
CLINED. CARPETBACKING EXPORTS, WHICH AVERAGED 4,000 TONS PER 
MONTH DURING THE EARLY PART OF THIS YEAR, BEGAN TO IMPROVE IN 
JULY AND AUGUST WHEN EXPORTS TOTALLED 26,000 TONS AND 29,000 TONS 
RESPECTIVELY. IN SEPTEMBER, HOWEVER, THEY FELL TO 18,000 TONS. 
HESSIAN AND SACKING WHICH WERE AVERAGING 22,000 TONS AND 10,000 
TONS RESPECTIVELY FELL TO 13,000 TONS AND 2,000 TONS. THE USSR, 

AN IMPORTANT BUYER, HAD CONTRACTED TO BUY ABOUT 35,000 TONS OF 
HESSIAN BUT SUDDENLY STOPPED TAKING DELIVERIES ON THE PLEA THAT 
THEIR MAIN PORT OF ODESSA WAS HEAVILY CONGESTED AFTER THE OPEN- 
ING OF THE SUEZ CANAL AND THAT BERTHING SPACE WAS ALLOTTED TO 
PRIORITY ITEMS ONLY. THIS CAUSED HESSIAN PRICES TO FURTHER 
DECLINE BECAUSE ABOUT NINE LEADING EXPORTERS TO THE SOVIET UNION 
FOUND THEMSELVES IN A TIGHT FINANCIAL SITUATION WITH CONSIGNMENTS 
LYING UNPAID FOR IN CALCUTTA WAREHOUSES. THE USSR IS EXPECTED TO 
RE-ENTER THE MARKET NEXT MONTH, TO BUY THE ABOVE MENTIONED 
35,000 TONS, BUT BY THEN PRICES OF HESSIAN WILL HAVE FALLEN BY 
RS.5 TO 10. 

5. A TEN PERCENT CASH SUBSIDY ON EXPORTS OF CARPETBACKING HAS 
BEEN APPROVED BY THE GOI, AND CAME INTO OPERATION ON SALES 
REGISTERED SINCE OCTOBER 1. AN IJMA SOURCE STATES AMERICAN IM- 
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PORTERS HAD STOPPED TAKING FURTHER DELIVERIES OF CARPETBACKING 
IN THE HOPE THAT THE INTRODUCTION OF CASH SUBSIDY WOULD BRING 
DOWN PRICES OF JUTE GOODS. THERE IS ALSO WIDE SPECULATION IN THE 
INDUSTRY THAT THE GOI MAY ALLOW THIS CASH SUBSIDY FOR OTHER 
SPECIALITIES. THE JUTE CORPORATION OF INDIA (JCI), ENGAGED IN 
PROCURING RAW JUTE, HAD BEEN ALLOTTED RS.24 CRORES FOR THIS 
PURPOSE. ACCORDING TO THE LATEST PRESS REPORTS THERE IS A 
POSSIBILITY THAT CREDIT FACILITIES TO JCI WILL BE FURTHER 
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EXTENDED (THE JCI HAS BEEN COMPLAINING THE CREDIT FACILITIES 
EXTENDED BY RESERVE BANK HAVE BEEN INADEQUATE). 

6. WE WOULD NOTE THAT JUTE INDUSTRY HAS ENGAGED IN A WELL ORGAN- 
IZED CAMPAIGN TO BRING PRESSURE ON THE GOVERNMENT TO SUBSIDIZE 
EXPORTS, AND HAS PERHAPS EXAGGERATED ITS CURRENT PLIGHT. HOW- 
EVER, THIS EFFORT HAS NOW RESULTED IN A GOI DECISION TO PAY 10 

PCT SUBSIDY IN RUPEES ON THE TOTAL VALUE OF EXPORTS BY JUTE 
COMPANIES. 

7. INDUSTRY REPRESENTATIVES TELL US THAT BY THE EARLY PART OF 
NEXT YEAR EXPORT DEMAND, THEY BELIEVE, WILL INCREASE FOR BOTH 
CARPETBACKING AND HESSIAN AND THIS WILL ALLEVIATE THE CURRENT 
PROBLEMS. SIGNED KORN 
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